
STOP
U

NFAIR

Dealer
Financing

Inform
ation &

 Tips on

Auto Financing

L
IS

A
 M

A
D

IG
A

N
IL

L
IN

O
IS

 A
T

T
O

R
N

E
Y

 G
E

N
E

R
A

L

OFFICE OF
TH

E
A

T
T

O
R

N
E

Y

GENERAL

STA
T

E
O

F
IL

L
IN

O
IS

L
IS

A
 M

A
D

IG
A

N
IL

L
IN

O
IS

 A
T

T
O

R
N

E
Y

 G
E

N
E

R
A

L

D
e
ar Illin

o
is C

o
n

su
m

e
r:

If y
o
u

, lik
e
 m

an
y
 p

e
o
p

le
,

b
u

y
 a n

e
w

 o
r u

se
d

 v
e
h

icle

an
d

 d
e
cid

e
 to

 fin
an

ce

y
o
u

r p
u

rch
ase

 th
ro

u
g
h

 th
e

d
e
ale

rsh
ip

, y
o
u

 m
ay

 e
n

d

u
p

 p
ay

in
g
 far m

o
re

 th
an

 n
e
ce

ssary
 fo

r th
e

lo
an

 –
 so

m
e
tim

e
s th

o
u

san
d

s o
f d

o
llars

m
o
re

! 

E
v
e
n

 th
o
u

g
h

 y
o
u

r cre
d

it h
isto

ry
 m

ay

q
u

alify
 y

o
u

 fo
r a lo

w
e
r in

te
re

st rate
 fro

m

a le
n

d
e
r, d

e
ale

rs o
fte

n
 m

ark
 u

p
 in

te
re

st

rate
s an

d
 p

o
ck

e
t m

o
st o

f th
e
 p

ro
fits.

B
u

y
e
rs are

 n
e
v
e
r to

ld
 th

at th
e
 le

n
d

e
r

actu
ally

 ap
p

ro
v
e
d

 fin
an

cin
g
 at a lo

w
e
r

rate
.

T
h

is p
ractice

 e
ffe

cts 1
 o

u
t o

f 4
 b

u
y
e
rs

w
h

o
 arran

g
e
 th

e
ir fin

an
cin

g
 th

ro
u

g
h

 th
e

d
e
ale

r. A
n

d
 w

h
ile

 th
e
se

 m
ark

u
p

s can

h
ap

p
e
n

 to
 an

y
o
n

e
, th

e
y
 d

isp
ro

p
o
rtio

n
ate

-

ly
 e

ffe
ct m

in
o
ritie

s an
d

 w
o
m

e
n

.

P
le

ase
 re

ad
 th

is b
ro

ch
u

re
 to

 p
ro

te
ct y

o
u

r-

se
lf fro

m
 b

e
co

m
in

g
 a v

ictim
 o

f u
n

fair an
d

d
iscrim

in
ato

ry
 fin

an
cin

g
 p

ractice
s th

e

n
e
x
t tim

e
 y

o
u

 p
u

rch
ase

 a v
e
h

icle
.

S
in

ce
re

ly,

A
 M

E
S

S
A

G
E

 F
R

O
M

IL
L

IN
O

IS
 A

T
T

O
R

N
E

Y
 G

E
N

E
R

A
L

L
IS

A
 M

A
D

IG
A

N

L
isa M

ad
ig

an

Illin
o
is A

tto
rn

e
y
 G

e
n

e
ral

P
rinted by authority of the S

tate of Illinois.06/04.15M
.0709

T
his m

aterial is available in alternate form
at upon request.

IN
T

E
R

N
A

T
IO

N
A

L
U

N
IO

N

G
R

A
P

H
IC

C
O

M
M

U
N

IC
A

T
IO

N
S

W
H

A
T IS TH

E PRO
BLEM

?

M
an

y
 car b

u
y
e
rs in

 Illin
o
is w

h
o
 fin

an
ce

th
e
ir n

e
w

 o
r u

se
d

 v
e
h

icle
s th

ro
u

g
h

 au
to

d
e
ale

rsh
ip

s are
 u

n
w

ittin
g
 v

ictim
s o

f u
n

fair

an
d

 d
iscrim

in
ato

ry
 fin

an
cin

g
 p

ractice
s.  

Y
o
u

 m
ig

h
t b

e
 p

ay
in

g
 m

o
re

 th
an

 y
o
u

 h
av

e

to
 fo

r au
to

 fin
an

cin
g
, as m

uch as several
thousand dollars m

ore.
E

v
e
n

 th
o
u

g
h

 y
o
u

q
u

alify
 fo

r a lo
w

e
r in

te
re

st rate
 fro

m
 th

e

le
n

d
e
r, au

to
 d

e
ale

rs in
cre

ase
th

e
 rate

,

ch
arg

in
g
 y

o
u

 m
o
re

 –
 w

ith
o
u

t te
llin

g
 y

o
u

. 

T
h

e
 p

ractice
 o

ccu
rs w

h
e
n

 y
o
u

 arran
g
e

fin
an

cin
g
 th

ro
u

g
h

 au
to

 d
e
ale

rsh
ip

s.  U
sin

g

y
o
u

r cre
d

it re
p

o
rt, th

e
 d

e
ale

r co
n

tacts a

le
n

d
e
r an

d
 o

b
tain

s an
 in

te
re

st rate
 - th

is is

k
n

o
w

n
 as th

e
 B

u
y

 R
a

te
.  T

h
is is th

e
 rate

at w
h

ich
 y

o
u

 are
 ap

p
ro

v
e
d

 fo
r a lo

an
 b

ase
d

so
le

ly
 o

n
 y

o
u

r cre
d

itw
o
rth

in
e
ss .  

In
 m

an
y
 in

stan
ce

s, th
e
 d

e
ale

r th
e
n

 a
d

d
s a

sign
ifica

n
t m

a
rk

u
p

to
 th

e
 B

uy R
ate

o
rig

i-

n
ally

 o
ffe

re
d

 b
y
 th

e
 le

n
d

e
r.  T

h
e
 d

e
ale

r

ty
p

ically
 re

ce
iv

e
s 7

0
 to

 7
5
 p

e
rce

n
t o

f th
e

m
ark

u
p

 as a k
ick

 b
ack

 fro
m

 th
e
 le

n
d

e
r.

W
h

e
n

 th
is h

ap
p

e
n

s, th
e
 car b

u
y
e
r is le

d
 to

b
e
lie

v
e
 h

e
 o

r sh
e
 is g

e
ttin

g
 th

e
 b

e
st rate

,

b
ase

d
 so

le
ly

 o
n

 cre
d

it h
isto

ry. B
u

t w
h

at’s

re
ally

 h
ap

p
e
n

in
g
 is th

at th
e
 b

u
y
e
r is p

ay
-

in
g
 a h

ig
h

e
r in

te
re

st rate
 arb

itrarily
 d

e
cid

-

e
d

 b
y
 th

e
 d

e
ale

rsh
ip

, in
ste

ad
 o

f th
e
 rate

o
ffe

re
d

 b
y
 th

e
 le

n
d

e
r.

B
e
cau

se
 th

e
 law

 d
o
e
s n

o
t re

q
u

ire
 th

at th
e

B
uy R

ate
o
r th

e
 hidden m

arkup
b

e
 d

isclo
se

d

to
 th

e
 car b

u
y
e
r, d

e
ale

rs n
e
v
e
r p

ro
v
id

e
 th

is

in
fo

rm
atio

n
 to

 th
e
 co

n
su

m
e
r.

C
O

N
S

U
M

E
R

 F
R

A
U

D
 H

O
T

L
IN

E
S

C
H

IC
A

G
O

1
0
0
 W

e
st R

an
d

o
lp

h
 S

tre
e
t

C
h

icag
o
, IL

 6
0
6
0
1

1
-8

0
0
-3

8
6
-5

4
3
8

T
T

Y
: 1

-8
0
0
-9

6
4
-3

0
1
3

S
P

R
IN

G
F

IE
L

D

5
0
0
 S

o
u

th
 S

e
co

n
d

 S
tre

e
t

S
p

rin
g
fie

ld
, IL

 6
2
7
0
6

1
-8

0
0
-2

4
3
-0

6
1
8

T
T

Y
: 1

-8
7
7
-8

4
4
-5

4
6
1

C
A

R
B

O
N

D
A

L
E

1
0
0
1
 E

ast M
ain

 S
tre

e
t

C
arb

o
n

d
ale

, IL
 6

2
9
0
1

1
-8

0
0
-2

4
3
-0

6
0
7

T
T

Y
: 1

-8
7
7
-675

-9
3
3
9

S
E

N
IO

R
 F

R
A

U
D

 H
O

T
L

IN
E

1
-8

0
0
-2

4
3
-5

3
7
7

T
T

Y
: 1

-8
0
0
-9

6
4
-3

0
1
3

w
w

w
.Illin

o
isA

tto
rn

ey
G

en
era

l.go
v

L
IS

A
M

A
D

IG
A

N
IL

L
IN

O
IS

 A
T

T
O

R
N

E
Y

 G
E

N
E

R
A

L



7
.5

5
%

6
.3

%

A
skin

g
P

rice
L

en
d

er's
R

ate
B

ro
ker

M
arku

p
F

in
al

A
P

R

S
ticker
P

rice
L

en
d

er's
R

ate
B

ro
ker

M
arku

p
F

in
al

A
P

R

TOP
SECR

ET
T OP

SECR
ET

$200,000

$25,000

5%
3/4

3/4%
513.85% %

C
arla

C
arbu

yer

H
arry

H
o

m
ebu

yer

T
a

k
e th

e T
im

e to
 S

h
o

p
 fo

r th
e L

o
w

est
F

in
a

n
ce S

o
u

rce b
efo

re y
o

u
 S

h
o

p
 fo

r a
V

eh
icle

Y
o
u

 sh
o
u

ld
 g

e
t fin

an
cin

g
 q

u
o
te

s fro
m

 y
o
u

r

lo
cal b

an
k

, cre
d

it u
n

io
n

, an
d

 e
v
e
n

 In
te

rn
e
t-

b
ase

d
 le

n
d

e
rs.  B

y
 o

b
tain

in
g
 y

o
u

r cre
d

it

re
p

o
rts an

d
 sh

o
p

p
in

g
 fo

r th
e
 lo

w
e
st fin

an
c-

in
g
 so

u
rce

s, y
o
u

 can
 p

ro
te

ct y
o
u

rse
lf fro

m

b
e
in

g
 ch

arg
e
d

 an
 u

n
re

aso
n

ab
le

 an
d

 u
n

n
e
c-

e
ssarily

 h
ig

h
 in

te
re

st rate
.

D
ea

ler A
rra

n
ged

 F
in

a
n

cin
g – G

et th
e

"B
u

y
 R

a
te"

W
h

e
n

 a d
e
ale

r arran
g
e
s fin

an
cin

g
, th

e

in
te

re
st rate

 w
ill o

fte
n

 in
clu

d
e
 h

id
d

e
n

m
ark

u
p

s th
at are

 n
o
t b

ase
d

 o
n

 y
o
u

r cre
d

it-

w
o
rth

in
e
ss. 

S
o
m

e
 d

e
ale

rs w
ill n

e
v
e
r d

isclo
se

 th
e
 lo

w
-

e
st rate

 fo
r w

h
ich

 y
o
u

 q
u

alify, k
n

o
w

n
 as

th
e
 B

u
y

 R
a

te
, o

r th
e
 am

o
u

n
t o

f m
o
n

e
y

th
e
 d

e
ale

rsh
ip

 is m
ak

in
g
 fo

r arran
g
in

g

fin
an

cin
g
. A

sk
 th

e d
ea

lersh
ip

 to
 d

is-
clo

se to
 y

o
u

, in
 w

ritin
g, b

o
th

 th
e B

u
y

R
a

te a
n

d
 th

e Y
ield

 S
p

rea
d

 P
rem

iu
m

(th
is is th

e term
in

o
lo

gy
 d

ea
lers u

se to
d

escrib
e th

e a
m

o
u

n
t o

f th
e d

ea
ler

m
a

rk
u

p
).

C
o

m
p

a
re A

v
a

ila
b

le R
a

tes
Y

o
u

 sh
o
u

ld
 co

m
p

are
 th

e
 d

e
ale

r-q
u

o
te

d

in
te

re
st rate

 w
ith

 fin
an

cin
g
 q

u
o
te

s fro
m

y
o
u

r lo
cal b

an
k

s, cre
d

it u
n

io
n

s, an
d

 th
e

In
te

rn
e
t, an

d
 ch

o
o
se

 th
e
 lo

w
e
st an

n
u

al

p
e
rce

n
tag

e
 rate

.

TH
E M

A
K

IN
G

 O
F A

 H
ID

D
EN

 M
A

RK
U

P

1
.

C
arla C

arb
u

y
e
r d

e
cid

e
s to

p
u

rch
ase

 an
 S

U
V

 fro
m

 a d
e
ale

rsh
ip

,

M
ark

u
p

 M
o
to

rs, fo
r $

2
5
,0

0
0
.

2
.

C
arla C

arb
u

y
e
r o

p
ts to

 fin
an

ce
 th

e
S

U
V

 th
ro

u
g
h

 M
ark

u
p

 M
o
to

rs w
h

o

th
e
n

 co
n

tacts a le
n

d
e
r to

 re
v
ie

w

C
arla’s lo

an
 ap

p
licatio

n
.

3
.

B
ase

d
 o

n
 C

arla’s cre
d

it h
isto

ry,
th

e
 le

n
d

e
r te

lls th
e
 d

e
ale

r it w
ill

p
ro

v
id

e
 a 7

2
-m

o
n

th
 lo

an
 at 7

.5
5

%
.

T
h

is le
n

d
e
r ap

p
ro

v
e
d

 in
te

re
st rate

is k
n

o
w

n
 as th

e
 B

u
y

 R
a

te
.

4
.

W
ith

o
u

t te
llin

g
 C

arla, M
ark

u
p

 M
o
to

rs
in

crea
ses th

e in
terest ra

te b
y

a
n

 a
d

d
itio

n
a

l 6
.3

%
.

5
.

T
h

e
n

 M
ark

u
p

 M
o
to

rs te
lls C

arla th
at

1
3

.8
5

%
(B

u
y
 R

ate
 +

 th
e
 d

e
ale

r

m
ark

u
p

) is th
e
 b

e
st in

te
re

st rate
 sh

e

can
 re

ce
iv

e
.

M
ark

u
p

 M
o
to

rs n
e
v
e
r te

lls C
arla th

at

sh
e
 actu

ally
 q

u
alifie

s fo
r a m

u
ch

 lo
w

e
r

in
te

re
st rate

. A
n

d
 C

arla n
e
v
e
r le

arn
s

o
f th

e
 h

id
d

e
n

 m
ark

u
p

 th
at u

ltim
ate

ly

w
ill co

st h
e
r an

 ad
d

itio
n

al $
5
,7

8
0
.1

1
 in

fin
an

ce
 ch

arg
e
s.

6
.

M
ark

u
p

 M
o
to

rs re
ce

iv
e
s 7

0
-7

5
%

 o
f th

e
 

h
id

d
en

 m
a

rk
u

p
as a k

ick
b

a
ck

fro
m

th
e
 le

n
d

e
r. S

o
, th

is sch
e
m

e
 re

su
lts in

$
4
,0

4
6
.0

8
 to

 $
4
,3

3
5
.0

8
 o

f p
u

re p
ro

fit
fo

r M
ark

u
p

 M
o
to

rs.

E
x

tra
 C

o
st T

o
 C

o
n

su
m

er:  $
5

,7
8

0
.1

1

C
O

N
SU

M
ER TIPS FO

R FIN
A

N
C

IN
G

 YO
U

R V
EH

IC
LE PU

RC
H

A
SE

B
u

y
in

g A
 H

o
m

e V
s. B

u
y

in
g A

 V
eh

icle

C
ars an

d
 h

o
u

se
s are

 o
fte

n
 th

e
 tw

o
 b

ig
g
e
st p

u
rch

ase
s

co
n

su
m

e
rs m

ak
e
 th

at in
v
o
lv

e
 fin

an
cin

g
. M

an
y
 p

e
o
-

p
le

 u
se

 a m
o
rtg

ag
e
 b

ro
k

e
r w

h
e
n

 th
e
y
 p

u
rch

ase
 a

h
o
m

e
, as o

p
p

o
se

d
 to

 g
o
in

g
 d

ire
ctly

 to
 a le

n
d

e
r.

S
im

ilarly, in
 au

to
 tran

sactio
n

s, th
e
 car d

e
ale

rsh
ip

o
fte

n
 arran

g
e
s fin

an
cin

g
, ju

st lik
e
 a m

o
rtg

ag
e
 b

ro
k

e
r.

F
e
d

e
ral L

aw
 re

q
u

ire
s m

o
rtg

ag
e
 b

ro
k

e
rs to

 d
isclo

se

to
 h

o
m

e
 b

u
y
e
rs h

o
w

 m
u

ch
 th

e
 m

o
rtg

ag
e
 b

ro
k

e
r is

b
e
in

g
 co

m
p

e
n

sate
d

 fo
r p

ro
v
id

in
g
 th

e
 se

rv
ice

 o
f

arran
g
in

g
 cre

d
it. 

C
ar b

u
y
e
rs sh

o
u

ld
 k

n
o
w

 th
e
 am

o
u

n
t an

 au
to

 d
e
ale

r-

sh
ip

 is ch
arg

in
g
 fo

r arran
g
in

g
 cre

d
it, th

e
 sam

e
 w

ay

th
at h

o
m

e
 b

u
y
e
rs re

ce
iv

e
 th

is in
fo

rm
atio

n
 ab

o
u

t th
e

re
al co

sts o
f fin

an
cin

g
. 

W
H

O
 D

O
ES TH

IS H
A

PPEN
 TO

?

U
n

fo
rtu

n
ate

ly, it h
ap

p
e
n

s to
 everyone.

N
atio

n
al stu

d
ie

s h
av

e
 fo

u
n

d
 ab

o
u

t o
n

e in
fo

u
r co

n
su

m
ers

w
h

o
 g

e
t lo

an
s th

ro
u

g
h

 a

v
e
h

icle
 d

e
ale

r are
 v

ictim
s o

f th
is d

iscrim
in

a-

to
ry

 p
ricin

g
 sch

e
m

e
 (C

onsum
er F

ederation of
A

m
erica

).  O
n

e
 in

 fo
u

r co
n

su
m

e
rs? If th

is h
as-

n
’t h

ap
p

e
n

e
d

 to
 y

o
u

, th
e
n

 it h
as h

ap
p

e
n

e
d

 to

y
o
u

r fam
ily

 o
r frie

n
d

s. 

A
d

d
itio

n
ally, m

in
o
ritie

s an
d

 w
o
m

e
n

h
av

e

b
e
e
n

 d
isp

ro
p

o
rtio

n
ate

ly
 im

p
acte

d
 b

y
 th

is

p
ractice

.  F
o
r e

x
am

p
le

, a re
ce

n
t stu

d
y
 fro

m

th
e
 C

o
n

su
m

e
r F

e
d

e
ratio

n
 o

f A
m

e
rica p

o
in

ts

o
u

t th
at A

frican
 A

m
e
rican

s an
d

 L
atin

o
s are

m
ore likely

to
 b

e
 asse

sse
d

 a d
e
ale

r m
ark

u
p

an
d

 th
e
 m

ark
u

p
s are

, o
n

 av
e
rag

e
, higher

th
an

th
o
se

 face
d

 b
y
 o

th
e
r co

n
su

m
e
rs w

ith
 sim

ilar

cre
d

it h
isto

rie
s.


